Internal Revenue Service

Department of the Treasury
District Director

P.O. Box 2508 - -
Cintinnati, OH 45201

Person ;5 Contact :

Telephone Number

‘Refer Reply to:
——

Employer Identification Number :
S—— ‘

Date: gpp 19 15

Dear Sir or Madam:

We have considered Yyour application for recognition of exemption from
Faderal income tax under the provisions of section 50i(c){3) of the .
Internal Revenue Code of 198¢ and its applicable Income TEX -
Regulations. Based on the available information, we have determined
that you do not qualify for the reasons set forth on Encloaq;a I..

Consideration was given to whether you qualify for exemption under

other subsections of section 501(c) of the Code and we have concluded
that vou do not,

AS your organization has not established exemption frum Federal income
“tax, it will De necessary for you to file an annual income tax return
Oon Form 1041 if vey are o Lrust or Form 1120 if vou are a rperation
2U an uningorporataed aggsociation. Contributions to you are not
deductible under swclioun 170 of the Code.

1f you are in agreement with our. proposed denial, please sigh and

return one copy of the enclosed Form 6018, Consent to Proposed Adverse
Aztion. :

Tou have th ‘“ght to protest this proposed determination if you
belisve that .. is incorrect. To protest, you should submit a writter
appeal giving the facts, lav and other information to support your
posirion as :xplained 77 the enclosed Publication 892, "Exempt

COrganizations Appeal F ..ed -res for Unagreed Issues". Tha appeal must
be submitted within “dav from the date of this letter and must be
signed by one of vou. - - ‘pal officers. You may reguess a hear;ng
with a member of the ., of the Regional Director of Appeals wnen
you file yeur dppeal. a hearing is requested, you will be contacte:
TOoarrange a date for it. The hearing may be held at the Regional (
Gifiee, or, it sy request, at any mutually convenient District Orfice.
“Po/tu are t o be represented by someociie who is not one of your

iiincipal otficers, he or she must file a proper power of attorney and
“rnerwiae qualify unuer our Conference and Practice Requirements as ger
corthoin Saction 601.502 of the Statement of Procedural Rules. See
“reagur Department Civeular No. 230. :




8 a failure top
: Section 7428 'b) (2) of the
fue Code provides in part that:

; ‘ he organization
involved has exhaugted administrative remedieg available te
it withip the Internal Revenue Service,

If we do not hear from you within the time epecified, this will become
our final determination.

-

4Ny Sy Sdtel il
& 4@&? Gk
C. Astley Bf1larg

‘District Director
Rnclosures:-B




.. . » Enclogure L.

T

-
ey,

Information sgbmittéd‘with, our}appliéatibn in
incorporated on ‘ : ,
state that you are organized, in

BN
dicates that you were
-~ 'Your Articles of Incorporation
1. To provide a variety: ¢
opportunities for s
Cbserve, understand‘a¢‘_
Coexistence of e '
agriculture,
Preservation,
ecology within

.

2. To plan, prepare and
agricultural viabilje
Preservation of the _
cooPerative interaction between

and other cooperator

8 as the

- deems appropr;atetbi. — -
The @B is owned b :
who are the fo . oy 1aten
added five mor

d and no. related to
. v ' The residence, yard and
personal gardens, ang Y =it on ammy of those

- You stated thatr the W is being used for educational ang
charitable Purposes except for these two acres.

You indicated in your application that you will ‘develo
educational programs for kindergarten through grade 12
professional farmers, including the following:

P and implement
students and

{a) biocontrol of pests

(b} sustainable adkicultural systems (organic and alternatiye,
Crops, innovative stock Practices, low capital/low energy
systems) ‘ ' -

{e)  water quality (bioengineefin“;fﬁater,testing, indicator
species research, ete.) S

(d)  innovative agricultural maiketiﬁg (on-site food handling and
Processing) ' ‘ ‘ ‘

{2)  historic preservation (rock*fgnée.res;oration, adaptable
: re-use of historic buildingal[,;’f

-




(£) wild life habitat (compatibilitiy--wi-th_ agriculture: ‘e's;\ecially
for existiny habitats such as wetlands, stream, savanna . _.
woodlands) T

(g) natural resources conservation (a,u’ch"jhaa the preservation of
the savanna remnant in existence on the property)

When asked for specific examples:of programs, you gave two: the =
students of two area high schools have done a soil judging project on
the @i, and another school is planning to do a water monitoring
project on the @illg. 'When asked for a copy of any brochures,
announcements, edrcational materials, ox any publicity materials

pertaining to your .rganization and activities, you indicted that you
do not have any yet. : o

Since GENSNEENN. vour activities have been conducted by S—_u—
SN . 2 for profit organization. You indicated tha

S scrves as the Gumgs manager and organizes and implements -
educational programs and activities of the @M. An agreement was
executed amoag three parties: . ("GEENR"), the wim—
T, and . ’ .o ' . o

According to the agreement, L
market thosé vegetables in - sole discreti-n" and will
care for cattle on the { . Stone will make . sessary minor
repairs to barns and sheds and perform upkeep on farm machinery on
} farm. The agreement also provides: N - nd

_ _ will work together to renov _part of the stock barn asg -
a work center for the operations, " . W will supply or pay
for vegetables and hay seed, fuel, fencing and repair materials;
tcols, small machinery and veterinarian care until "such time as the

operation generates enough income to support

"will. yraijae ‘organic vegetables and

these expensesg.®

You are to pay GMEE SO per month and will be reimbursed by the
@ :s 2 donation from them until you and s generate enough
income to support these expenses. The agreement also provides_that
"All income from cattde operations and vegetable farming shall be
divided equally between you -and L

Financial information submitted indicates that for the years ending
June 30, 1996 and 1997, you expect to be supported by the sale of
livestock and vegetables and contributions, Expenses will be from
those used to raise livestock and vegetables. Prior to this, an
amount of 4N was spent on farming equipment ’ ‘

-




exemptiorn from Federal income ‘ta

: ax of those. organizations that are
organized and operated exclusiVely;fqrf@haritablé, educational, or
religious burposes, no part of the“neﬁgearﬁings of which inures to
the benefit of any private aha;eholdergor~individual.

Section 1.501(c) (3)-1(d) (3) (1) of tﬁA,Iﬁéaﬁéffag Regulations states
that the tern "educational*, ag used in section 501(e) (3), relates
bo Lot FeETien ,

(a)  The instruction or training of th
[ © ng his capabilities; or

n subjects ugeful TS the o
al to the community.

(b) The instruction of the public o
individuyal and benefici

Section 1.501(c)(3)~1(a)(1) of,;he_xncamé"Tax Regulations states trhge
in order to be exempt as an organization described. in section

501(¢) (3) of the Code, an,organizatian'muat;he both organized and
Operated exclusively for one or mofe=aflthéfpurposea gvagified in
such section. 1If ap organizatian‘tails;tavmeetieithex -he
organizational or operational taa;,‘itﬁiaénpt’exdmpc.

Section 1.501(0)(3)-1(0)(1)‘cf the

Pegulations stateg that an

: 3 "operated exclusively" for one or
more exempt purposes only if it engages primarily in activities which
accomplish one or more of such e

Xempt purposes specified in section
501(c) (3). An organization will not be 80 regarded if more than an

insubstantial part of its activitieg is not in furtherance of an
exempt purpose. : . : :

Section 1.501(e) (3)-1(e) (2) of the Regulations states that an
organization is not éparated’ex¢luaiv¢ly for one or more exempt i
purposes if its net earnings inure in whole or in part to the benefit
of private shareholders or individuals, =

Section 1.501(c) (3)-1(d) (1) (11) of the Re

organization ig not operated exclusively
burposes unless it serves a public ra:

It must not be operated for the benef

gulations states that an
for one or more exempt
sher than a private interest.
it of private interests.

i

Section 1.501(a) (1) -1(¢c) of ﬁha‘kagui&tibna states that the words
"private shareholder or individualﬁ;maanfan)individual having a _
personal and private interest 1nfph¢ vctiyitieg of the organization.
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Your claim to exemption under section 501(c).(3) of the Code is that

you are formed and operated for (a) .educational and .o} charitable
purposes, : R S

(a} Educational

The public information and demahétfétidﬁbprograms You propose may
qualify as educacicnal within the meaning of section S01(c) (3) and
section 1.501(c)(3)-1(d)(3)(i)@{ RN ‘

In Revenue Ruling 72-560, 1972%2'dfﬁ;f2ﬁ8,'an organization which
educates the public and prevents environmental deterioration
through workshops, exhibita, and operation of a 'solid waswe

recycling center) is ruled to be educational and was granted
exemption. o ‘. .

v -

The Service also concluded in Revenue Ruling 68-17, 1968-1 C.B. 247

that an organization that conducts a model demonstration housing
program merits exemption as one that ig educational.

(b} Charitable

lt is generally reéognized that effcrta:ta preserve and protect the
Natural environment for the benefit of the public serve a
charitable purpose.

In Revenue Ruling 76-204, 1876-1 C.B. 152, the Service ruled that a
nonprofit organization formed for the purpose of preserving the
natural environment by acquiring, by gift or purchase, ecologically
significant undeveloped land, and either maintaining the land
itself with limited public access or transferring the land to a
government conservation agency by outright gift or being reimburse
by the agency for tts cost, qualifies for exemption. —— :

The purposss for which you were formed are educational and charitable
within the meaning of section 501(c) (3) of the Code. However, the
conduct of activities to achieve charitable and educational purposes
must not inure to private shareholders and individuals. The w——
where activities are being conducted belongs to the i ",
_ You indicated in your application that you were formed

Lo preserve your ¢l as a Wl . . As long as the WP is owned
by private individuals, preserving the SEmmsms a N ould
serve to banefit those individuals and their heirs and this is in

viblation of the exclusivity of public purpose recuired in IRC
501(c) (3). ‘ . o ‘
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&Xempt jon unde Sectign 101¢s) °f the Coge of 1939, o
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precludes a trust from{beingAorganizad;and_bpgratad exclusivelys{or
charitable purposes. Where an individualﬁhaaga;reversionary intevest,

flow to him.

any gains derived from investing'aqdjreiqye ting the principal would -~

In addition to inurement to insiders,:
indicate ‘that there ig private
agtivities are conducted by a
the ) i

and vegetable farming will be shared equa);
An e‘empt organization may hire whomave;
its exempt purposes provided it is"done:
sharing of income of the exempt organizatic
rarty constitutes privata benefit “

e, the" facts and circumstances also
.benefit: an;olutgider. Your .
: rganization.” According to

tle pperations
: -&rand you.

ecessary to achieve
axmfgglangth. The

Ia Gemological ) i : igeioner, 17 T.C. 1504,
the corporation paid an individualla;fla;taalary plus 1/2 of its net
earnings as compensation. The Court ‘did not dispute the :
reasonableness of his salary but stated: 6 - « .

“Regardless of what these amounts are' called, salary ST
Or compensation based on earninga, it is obvious that '
half of the net earnings of petitioner inured to the

benefit of an individual.® PR O ,

The Court further concluded that'”such)aﬁdiatribution of net earnings
is unequivocally prohibited by the statute“. Co

" .

Preserving the Sumpp as a e involves maintaining structures
such as fence and barns, planting of perennials such as fruit and nut
trees and amending the soil, and thus providing long-term added value
to the property. Conserving and pres ing natural habitats such.as
the savanna remnant onthe property will also provide the same. As
long as the «M® cwn the property, they retain interest in the
property. All improvements to the property would benefit the

and their heirs. Further, the agreemant -between you and the for
profit organization is not egtabligshed at arm's length because the for
profit organization is allowed to share net earnings with You.

Accordingly, you are in violation of the §roscriptiQns in sections
1.501(e) (3)-1(c) (2} and 1.501(c) (3)-14d) (1) ({1) of the Regulations.

Therefore, you do not qualify for exempcion undar saction 501(c) {3) of
the Code. c - SR o ' '




131, ete. applies, 1 have the right to protest the proposed adverse sctior.,

e ) . s
e 60 1 8 : Tepartmen sogng Treasyr, s mygrn, Fovenye Scmu. Pregars in
(Bee Augerr 158 | Consent to Proposed Adverse Action ;{ Dushcass
i
|

| (A1l relerences are 1o the internal Ravenue Code)

Crne Nymeer

Oate of Latest Datermination Letter— .-

Egic tf P Su it “8at.am Ny wrygr Qare ot Rrpegred Adverse Action Lettar

hd -

Searmte g Locegy g0 C';n»ur

-1

m | “ 0CT 17 1996
| RECEIVED

t consent 1o the proposed adverse sction relative to the above organization

31 shown by the box{es) checked below. 1§
ungerstang that it Secnian 7428, Declaratory Judgmenys Retating 1 Status an

d Classiticarion of Organizations under Saction €01

<" +wAE CF ADVERSE ACTION

— ) cr————
o4 Denia’ of exemption ‘ . -
T Revocat-on of ¢xemptian, effective : —-— .

~  Modificsuon of exempt status from section SOtici )roSON(eH ), ettactive

w  Clasuticatian as a private foundation (section S09{a)), etfective

w— Classibeation ay g non-ogerating foundatiorxv{wctinn 494205 (30, mmm

e Classitication as an ofganization described in yoetion S09(all ), effactive

“ew Classification as an arganization described in section 120(0i (1 1AY] ), aHtective

1t you agree to the adverse astion shown above, please sign and return this coment. You should keep a copy for vour records,

ruu 5igr tins vonsens Lafsre you Nave axkaysted your administrative appeal rights, you may lass your rights to a declaratory judy-
mient under section 7428 . -

Signaturs instructions a0 0n the back of this form.|

Mama 0t Orguanszation

S:geature gnd Tt

- . ’ Cate i . .

Dare

Segmature grd T e

Form 6018 (Re 851




